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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continucd)

2318% Convertible Senior Debentures due 2026

As of December 3J, 2009, the Company had outstanding $373.8 million principal amount 2318%
Convertible Senior Debentures due April 1,2026 (the "Convertible Debentures"). The Convertible Debentures
are general, unsecured obligations of the Company. Interest is payable semi-annually on April 1 and October 1,
commencing October 1,2006. The Convertible Debentures are redeemable in whole or in part at the Company's
option at any time on or after April 6, 2013 at a redemption price equal to 100% of the principal amount of the
debentures to be redeemed, plus accrued and unpaid interest. Holders of the debentures have the option to require
the Company to purchase all or part of the Convertible Debentures on April I, 2013, April 1, 2016 or April 1,
2026 at 100% of the principal and unpaid interest, or at any time prior to April 1, 2026, to convert the debentures
into shares of the Company's common stock at a conversion rate of 53.6466 per $1,000 principal amount of
debentures, representing a conversion price of $18.64 per share. Upon conversion, the Company will have the
right to deliver, in lieu of shares of common stock, cash or a combination of cash and shares of common stock.
As of December 31,2009, none of the holders has converted any Convertible Debentures into common stock.

As a result of its January 1, 2009 adoption of the provisions of authoritative guidance issued by the FASB
for convertible debt instruments (see Note 1), the Company separated the Convertible Debentures into debt and
equity components at issuance and has assigned a value to each. The value assigned to the debt component was
$253.3 million and represents the estimated fair value, as of the issuance date (March 29, 2(06), of a similar
instrument without the conversion feature. The value assigned to the equity component of $120.5 million, net of
an allocable portion of deferred debt issuance costs, is included as a component of additional paid in capital. The
unamortized discount of $64.8 million as of December 31, 2009 will be amortized to interest expense using the
interest rate method through March 3I, 2013. The following table reflects the principal and discount included in
the consolidated balance sheets as of December 31,2009 and 2008:

December 31, December 31,
2009 2008

Principal amount of Convertible Debentures .
Unamortized discount .

Net carrying amount of Convertible Debentures .

(amounts in thousands)

$373,750 $373,750
(64,808) (81,418)

$308,942 $292,332

The Company recognized the following amounts to interest expense related to the Convertible Debentures
for the years ended December 31, 2009, 2008 and 2007:

Years ended December 31,

2009 2008 2007

(amounts in thousands)

Interest expense, contractual amount at 2318% .
Interest expense, amortization of discount .
Interest expense, amortization of deferred debt issuance costs .

Total interest expense for Convertible Debentures .

Effective interest rate on liability component .

Term Loan B due 2013

$ 8,877
16,609

1,098
---

$26,584

8.5%

$ 8,877
15,260

1,098
---
$25,235

8.5%

$ 8,877
14,021

1,098

$23,996

8.5%

As of December 31,2009, Holdings had a $680 million senior secured credit facility (the "Credit Facility")
consisting of a $600 million Term Loan B ("Term Loan") maturing in January 2013 and an undrawn $80 million
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revolving credit facility (the "Revolver") expiring in October 2011. On January 14,2009, Holdings amended its
Revol vel' to terminate $20 million of the original $100 million availability because one of the lenders, a Lehman
Brothers affiliate, would be unable to meet its commitment to advance funds as a result of bankruptcy
proceedings. As a result, the total revolving commitments of the banks under the presently undrawn Revolver are
$80 million. Components of the Credit Facility and related financing arc detailed below:

The Term Loan is a secured obligation, on a first lien basis, of Holdings. The Term Loan is guaranteed
by the Company and Holdings' subsidiaries. Repayments of the Term Loan are due quarterly in an
amount equal to Y4 of I % of the aggregate principal amount on the last day of each quarter, and the
balance is payable on January 7, 2013. Interest is computed based on a specified Eurodollar rate plus
1.75% to 2.0%, of which 1.75% was in effect at December 31,2009. Interest is reset periodically and
payable at least quarterly. Based on the Eurodollar rate and interest rate swaps (sec Note 5) in effect at
December 31, 2009, the weighted average effective interest rate was 3.0%. Interest expense, including
amortization of deferred debt issuance costs, the effect of interest rate swap agreements and
commitment fees, was $20.3 million, $30.9 million and $44.8 million for the years ended
December 31, 2009, 2008 and 2007, respectively.

The Revolver is secured and guaranteed in the same manner as the Term Loan. Interest on outstanding
amounts, if any, will be computed based on a specified Eurodollar rate plus 2.0% to 2.75% and will be
reset periodically and payable at least quarterly. The Company is required to pay a commitment fee on
the undrawn commitment amounts on a quarterly basis of 0.5% per annum. If the Revolver were
drawn, certain restrictive financial covenants would apply. Commitment fee expense and amortization
of deferred debt issuance costs relating to the Revolver was $0.5 million, $0.6 million and $0.6 million
for the years ended December 31, 2009, 2008 and 2007, respectively.

The credit agreement for the Term Loan contains similar restrictions to those contained in the indenture for
the 2014 Notes. The Revolver covenants contain additional restrictions, as well as certain financial covenants
that the Company, Holdings and its subsidiaries must comply with if Holdings draws on the Revolver.

As of December 31,2009, the Company and Holdings were in compliance with all of their covenants under
the 2014 Notes, Term Loan and Revolver.

5. Derivative Financial Instruments

The variable rate Term Loan exposes the Company to variability in interest payments due to changes in
interest rates. In order to mitigate interest !luctuations on the Term Loan, Holdings has entered into derivative
instruments, specifically interest rate swap agreements. The interest rate swap agreements effectively convert a
portion of Holdings' floating-rate debt to a fixed-rate basis for the term of the agreement to reduce the impact of
interest rate changes on future interest expense. The Company has designated its interest rate swap agreements as
cash !low hedges.

The following table reflects the terms of Holdings' interest rate swap agreements in effect at December 31,
2009:

$100 million 3.23%
$100 million 2.96%

Beginning

April 30, 2008
November 28, 2008

Term

End

April 30, 20 I0
November 28, 2011
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The following table summarizes the fair value of derivatives reported in the consolidated balance sheets:

Liability Derivatives

Interest rate swap agreements Other current liabilities
Interest rate swap agreements Other long-term liabilities

Total fair value of derivatives designated as cash flow hedges

Derivatives- cash flow hedges
Balance Sheet

Location

December 31,

Z009 ZOOS

(amonnts in thousands)

$ 988 $-
3,250 7,147

$4,238 $7,147

The unrecognized losses for the interest rate swap agreements included in accumulated other comprehensive
loss at December 31,2009 and 2008 were $4.2 million and $7.1 million, respectively. Based on the fair value of
the interest rate swaps of $4.2 million at December 31,2009, the Company expects to recognize in interest
expense $3.4 million of net losses on interest rate swap agreements during the next 12 months upon payment of
interest associated with the Term Loan. Actual amounts ultimately recognized in interest expense are dependent
on the interest rates in effect when settlemenls on the interest rate swap agreements occur each month. The
variable rate, including the applicable spread, in effect at December 31,2009 for the Term Loan, excluding the
impact of the interest rate swap agreements, was 1.99%. The effect of the interest rate swaps on the consolidated
statements of operations was as follows for the years ended December 31, 2009 and 2008:

Years Ended December 31,

Z009 ZOOS

(amonnts in thousands)

Gain/(Loss) recognized in other comprehensive income/Closs) (effective portion) .....

Loss reclassified from accumulated other comprehensive loss into interest expense
(effective portion) .

Gain/(Loss) recognized in income (ineffective portion and amount excluded from
effectiveness testing) .

6. Fair Value Measurements

$(2,653)

$(5,562)

$

$(7,712)

$ (565)

$

Fair value, as defined by relevant accounting standards, is the price that would be received from selling an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
When determining the fair value measurements for assets and liabilities required to be recorded at fair value, the
Company considers the principal or most advantageous market in which it would complete a transaction and
considers assumptions that market participants would use when pricing the asset or liability, such as inherent
risk, transfer restrictions, and risk of nonperformance.

Fair Value Hierarchy

Relevant accounting standards set forth a fair value hierarchy that requires an entity to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value. A financial
instrument's categorization within the fair value hierarchy is based upon the lowest level of input that is
significant to the fair value measurement. Relevant accounting standards establish three levels of inputs that may
be used to lueasure fair value:

Levell-Quoted prices in active markets for identical assets or liabilities. Level I assets that are
measmed at fair value on a recutTing basis consist of the Company's investments in U.S treasury
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money market funds, U.S. Treasury securities and corporate debt sccuritics that are traded in an active
market with sufficient volume and frequency of transactions and are included as a component of cash
and cash equivalents and investments in the consolidated balancc sheets.

Level 2-0bscrvable inputs other than Levell prices such as quoted prices for similar assets or
liabilities; quoted prices in markets with insufficient volume or infrequent transactions (less active
markets); or model-derived valuations in which all significant inputs are observable or can be derived
principally from or corroborated by observable market data for substantially the fuJI term of the assets
or liabilities. Level 2 liabilities that are measured at fair value on a recurring basis include the
Company's interest rate swap agreements priced using discounted cash flow techniques that use
observable market inputs, such as LIBOR-based yield curves, forward rates, and credit ratings and are
included as a component of other current liabilities and other long-term liabilities in the consolidated
balance sheets.

Level3-Unobservable inputs to the valuation methodology that are significant to the measurement of
fair value of assets or liabilities. Level 3 assets that are measured at fair value include the Company's
investment in commercial paper purchased in 2007 with exposure to sub-prime mortgages that is past
its maturity date included in long-term investments in the consolidated balance sheets. The carrying
value of the investments as of December 31,2009 was estimated based principally on data from
financial advisors to fiduciaries for the commercial paper holders. The valuation considered a
combination of (i) the present value of future principal and interest payments discounted at rates
considered to reflect current market conditions; (ii) individual valuation estimates of the securities
underlying the commercial paper using multiple indicators of value; and (iii) the probabilities of
repayment of the underlying securities under various liquidation scenarios. Actual values and amounts
the Company receives from these investments could differ from those estimates. There was no change
in the value of the Company's Level 3 assets from December 31, 2008 to December 31, 2009.

The following table reflects assets and liabilities that are measured and carried at fair value on a recurring
basis as of December 31, 2009:

Fair Value Measurement Using

Level I Level 2 Level 3
Assets/Liabilities

at Fair Value

(amounts in thousands)

Assets
U.S. Treasury money market mutual funds .
Long-term investments .

Total assets .

Liabilities
Interest rate swap agreements .

Totalliabilities .
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$425,259 $ -

$425,259 $ -

$ $4,238

$ $4,238

$ ­
2,990

$2,990

$ ­

$ -

$425,259
2,990

$428,249

$ 4,238

$ 4,238
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While the Company's long-term debt has not been listed on any securities exchange or inter-dealer
automated quotation system, the Company has estimated the fair value of its long term debt based on indicative
pricing published by investment banks. While the Company believes these approximations to be reasonably
accurate at the time published, indicative pricing can vary widcly depcnding on volume traded by any given
investment bank and other factors. The following table summarizes the carrying amounts and estimated fair
values of the Company's long term debt, including the current portion:

December 31, 2009

Carrying
Value :Fair Value

December 31, 2008

Carrying
Value Fair Value

Ternl Loan B . .
9 '/4% Senior Notes, including premium .
2')18% Convertible Senior Debentures, net of discount .

Total debt .

7. Income Taxes

(amounts in thousands)

$ 582,000 $ 556,718 $ 588,000 $ 454,230
400,229 411,000 400,285 326,500
308,942 412,059 292,332 242,788

$1,291,171 $1,379,777 $1,280,617 $1,023,518

Income tax expense for the years ended December 31,2009,2008 and 2007 is as follows:

2009 2008 2007

(amonnts in thonsands)

Current:
Federal .
State .

Deferred:
Federal .
State .

$ 389
2,357

2,746

2,347

2,347

I ,000

1,000

Total . $2,746 2,347 1,000

Total income tax expense differed from the amounts computed by applying the federal statutory income tax
rate of 35% to income (loss) before income taxes as a result of the following items for the years ended
December 31, 2009, 2008, and 2007:

Federal statutory income tax expense (benefit) .
State income tax expense, net of federal income tax benefit .
Change in valuation allowance .
Other .

1ncollle tax expense .

2009 2008 2007

35.0% (35.0)% (35.0)%
7.0 18.7 (0.9)

(39.9) 41.6 35.3
7.0 22.4 2.5

9.1% 47.7% 1.9%
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The tax effects of temporary diJlerences that give rise to significant components of the Company's deferred
tax assets and liabilities at December 31, 2009 and 2008 are as follows:

2009 2008
(amounts in thousands)

Total deferred tax asset, net $
===

Deferred tax assets:
Accrued liabilities .
Allowance for doubtful accounts .
Deferred revenue .
Net operating loss carryforwards .
Tax credit carryforwards .
Interest rate swap .
Other .

Total deferred tax assets

Deferred tax liabilities:
Prepaid expenses .
Discount on Convertible Debentures .
Depreciation and amortization .

Total deferred tax liabilities .
Less: Valuation allowance .

Total deferred tax asset, net .

Balance sheet classification of deferred taxes:
Deferred income tax asset, net-current .
Deferred income tax asset, net-non-current .

$ 34,631
1,813
5,748

375,820
389

1,615
23,341

443,357

(l,903)
(24,705)
(81,227)

(l07,835)
(276,772)

$ 58,750

$ 29,574
29,176

$ 32,798
2,491
9,797

379,974

2,715
19,431

447,206

(2,299)
(30,930)
(65,654)

(98,883)
(289,573)

$ 58,750

$ 10,475
48,275

At December 31, 2009, the Company had net operating loss ("NOL") carryforwards for federal income tax
purposes of approximately $1.1 billion. Of this amount, $103.5 million is not reflected in the Company's
deferred tax asset above as this portion relates to deductions taken for employee stock compensation which did
not result in a current tax benefit. The Company's NOL carryforwards, if not utilized to reduce taxable income in
future periods, will expire in various amounts beginning in 2019 and ending in 2026. The Company has utilized
NOLs to offset income tax obligations in each of the years ended December 31, 2009 and 2008. The Tax Reform
Act of 1986 contains provisions that limit the utilization of NOLs if there has been an "ownership change" as
described in Section 382 of the Intemal Revenue Code. In general, this would occur if certain ownership changes
related to the Company's stoek that are held by 5 percent or greater stockholders exceeds 50 percent measured
over a rolling three year period. If the Company experiences such an ownership change, the utilization of its
NOLs to reduce future federal income tax obligations could be limited. In an effort to reduce the likelihood of an
ownership change as defined by Section 382, the Company adopted a stockholder rights plan on January 20,
2009 (see Note II).

The Company has established a valuation allowance for deferred taxes that reduced its net deferred tax
asset. The valuation allowance decreased $12.8 million and $4.6 million for 2009 and 2008, respectively. At
December 31, 2009, $3.6 million of the valuation allowance is related to the exercise of non-qualified stock
options prior to the adoption of relevant stock-based compensation accounting guidance for which subsequently
recognized tax benefits will be allocated directly to additional paid in capital. As of December 31, 2009, nct
deferred tax assets totalcd $58.8 million. The Company has concluded that it is more likely than not that the net
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deferred tax asset of $58.8 million will be realized because it could utilize tax-planning strategies to realize this
amount. However, the Company believes there may be risks in realizing amounts in excess of the $58.8 million
through utilization of available tax planning strategies. Accordingly, the Company has established a valuation
aIJowance for amounts in excess of $58.8 million. The Company's treatment of deferred taxes and its
tax-planning strategies are based on certain assumptions that the Company believes are reasonable. However,
actual results could vary significantly from current assumptions and could result in changes to the accounting
treatment of these items, including, but not limited to, the necessity to record a greater valuation allowance. The
Company continues to monitor its cumulative net loss position and other evidence each quarter to determine the
appropriateness of its valuation allowance. If the Company continues to generate income before income taxes, its
conclusion about the appropriateness of the valuation allowance could change in a future period, which may be in
the near term, and the Company would likely record a substantial income tax benefit in its consolidated statement
of operations when that occurs.

8. Option Plans-Common Stock and Stock Options

tw telecom 1998 Employee Stock Option Plan

The Company maintains the tw telecom 1998 Employee Stock Option Plan that reserved 9.0 million shares
of common stock to be issued to officers and eligible employees under terms and conditions to be set by the
Company's Board of Directors. As of December 31, 2009, approximately 2.2milJion shares of common stock
were reserved for issuance upon exercise of outstanding options. Generally, the options vest over periods of up to
four years and expire seven or ten years from the date of issuance. These options have been granted to employees
of the Company with an exercise price equal to market value at the date of grant. As of August 5, 2008, the tw
telecom 1998 Employee Stock Option Plan expired and no additional awards may be granted under this plan.

tw telecom 2000 Employee Stock Plan

The Company maintains the tw telecom 2000 Employee Stock Plan (as amendcd in June 20(9) that permits
up to 39.0 million shares of common stock to be issued pursuant to stock options and stock awards granted to
officers, directors, and eligible employees under terms and conditions to be set by the Company's Board of
Directors. As of December 31,2009, approximately 10.0 million shares of common stock were reserved for
issuance upon exercise of outstanding options and vesting of stock awards and approximately 15.5 million shares
of common stock were available for grant under the plan. Generally, the options and awards vest over periods of
up to four years and options expire either seven or ten years from the date of issuance.

The options have been granted to employees of the Company with an exercise price equal to market value of
the underlying stock at the date of grant. The fair value of the restricted stock awards and restricted stock units
granted was measured based on the market value of the shares on the date of grant and the resulting expense
related to these awards is recorded over their vesting periods, generally LIp to four years.

The weighted-average fair valLIe of options granted was $3.56, $7.IS and $10.39 for the years ended
December 31, 2009, 200S and 2007, respectively, with the following weighted-average assumptions:

Years ended December 31,

2009 2008 2007

Expected volatility .
Risk- free interest rate .
Dividend yield .
Expected term .

so

56%
1.7%

0%
4 years

50%
2.5%

0%
4 years

56%
4.1%

0%
4 years
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The table below summarizes the Company's stock option activity and related information for the year ended
December 3J, 2009.

Options

Weighted
Avg

Exercise
Price

Weighted
Avg

Remaining
Contractual

Life

Aggregate
Intrinsic

Valne

(in years) (thonsands)

Options outstanding at January 1, 2009 .
Granted .
Exercised .
Forfeited .
Expired .

Options outstanding at December 3J, 2009 .

Vested and expected to vest at December 3J, 2009 .

Exercisable at December 3J, 2009 .

J J,955,580 $25.70
1,803,132 8.01
(704,370) 6.56
(I 03,440) J6.9 I
,916,J 34.37

1I ,034,735 22.61

10,675,799 $22.92

6,921,973 $27.47

4. J1

4.01

2.63

$36,882

$35,048

$20,503

The total intrinsic value of stock options exercised during the years ended December 31, 2009, 2008 and
2007 was $4.8 million, $5.8 million and $44.5 million, respectively. As of December 31, 2009, there was $20.1
million of total unrecognized compensation expense related to unvested stock options, which is expected to be
recognized over a weighted-average period of 2.3 years.

The table below summarizes the Company's restricted stock and restricted stock units and related
information for the year ended December 31, 2009.

Nonvested at January 1,2009 .
Granted .
Vested .
Forfeited .

Nonvested at December 31, 2009 .

Shares

1,198,979
1,857,544
(704,087)
(56,123)

2,296,3J3

Weighted
Average
Grant

Date F'air
Value

$19.60
7.99

18.36
13.35

10.65

The total fair value of restricted stock and restricted stock units vested during the years ended December 31,
2009,2008 and 2007 was $10.2 million, $7.9 million and $5.7 million, respectively. As of December 31,2009,
there was $21.5 million of total unrecognized compensation expense related to non-vested restricted stock
awards and restricted stock units, which is expected to be recognized over a weighted-average period of 1.5
years.

9. Commitments and Contingencies

Leases and Fixed Obligations

The Company leases office space and furniture, switching facilities, and fiber optic use rights. Certain of the
leases contain renewal clauses. The Company also enters into fixed maintenance agreements for maintenance of
its networks.
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At December 31,2009, commitments undcr capital and non-cancelable operating leases and maintenance
agreements with terms in excess of one year were as follows:

}<'ixed
Capital Operating Maintenance
Leases Leases Obligations

(amounts in thousauds)

Year ended December 31:
2010 .
2011 .
2012 .
20J3 .
20J4 .
Thereafter .

Total minimum lease payments .

Less amount representing interest .

Present value of obligations under capital leases .
Less current portion of obligations under capital leases .

Obligations under capital leases, excluding current portion .

$ 2,715
2,053
J,994
2,003
J,945

J5,050
---
$25,760

(8,992)

J6,768
(l,569)

$15,199

$ 45,192
41,883
38,238
33,946
25,979
87,114

$272,352

$ 3,222
3,222
3,222
3,222
3,222

36,035

$52,145

As of December 31 , 2009 and 2008, assets under capital lease obligations, which primarily consist of fiber
optic network components, were $19.0 million and $13.6 million, respectively, with related accumulated
depreciation of $5.1 million and $6.1 million, respectively. Depreciation expense related to asscts under capital
lease obligations was $1.4 miIlion, $1.0 miIlion, and $0.8 miIlion in 2009, 2008, and 2007, respectively. The
obligations under capital leases have been discounted at an average imputed interest rate of 7.4o/r,. Rental expense
under operating leases aggregated $72.3 million, $67.3 million, and $61.6 million for 2009,2008, and 2007,
respectively.

Other Contingencies

Management routinely reviews the Company's exposure to liabilities incurred in the normal course of its
business operations. Where a probable contingency exists and the amount of the loss can be reasonably
estimated, the Company records the estimated liability. Considerable judgment is required in analyzing and
recording such liabilities and actual results may vary from the estimates.

The Company's pending legal proceedings are limited to litigation incidental to its business. In the opinion
of management, the ultimate resolution of these matters wiIlnot have a material adverse effect on the Company's
financial statements.

HI, Employee Benefit Plans

Effective January 1, 1999, the Company adopted the tw telecom 401(k) Plan (the "40 1(k) Plan").
Employees who meet certain eligibility requirements may contribute up to 60% of their eligible compensation,
subject to statutory limitations, to a trust for investment in several diversified investment choices, as directed by
the employee. The Company makes a matching contribution of 100% of each employee's contribution up to a
maximum of 5% of the employee's eligible compensation. The Company's contributions to the 401(k) Plan
aggregated $10.3 million, $10.6 million, and $lO.O million for 2009,2008 and 2007, respectively.
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Effective October 1,2004, the Company adopted the tw tclccom 2004 Qualified Stock Purchase Plan (the
"2004 Stock Purchase Plan"). Employees who met certain eligibility requirements could elcct to designate up to
15% of their eligible compensation, up to an annual limit of $25,000, to purchase shares of the Company's
common stock at a 15% discount to fair market value. Stock purchases occurred semi-annually, with the price
per share equaling the lower of 85% of the market price at the beginning or end of the offering period. The
Company is authorized to issue a total of 600,000 shares of the Company's common stock to participants in the
2004 Stock Purchase Plan. During 2008, the Company issued approximately 14,000 shares of common stock
under the 2004 Stock Purchase Plan for net proceeds of $0.2 million. In September 2007, the 2004 Stock
Purchase Plan was amended to authorize an additional 600,000 shares for issuance under the 2004 Stock
Purchase Plan. During the year ended December 31,2009, no shares were issued under the amended 2004 Stock
Purchase Plan because the Company has not made any offerings under the amended plan.

11. Rights Plan

On January 20, 2009, the Company adopted a rights plan (the "Rights Plan") that is intended to protect the
Company's NOLs from the potential negative consequence of an ownership change as defined under Section 382
of the Internal Revenue Code. The Company's ability to use its net operating loss carryforwards to reduce future
federal income tax obligations could be substantially limited or NOLs could expire before being used if there is
an ownership change as defined under Section 382. Although the Rights Plan is meant to deter an ownership
change that could adversely affect the Company's usc of its NOLs by diluting the acquiring party's interest, the
operation of the Rights Plan docs not necessarily prevent an ownership change from occurring.

Under the Rights Plan, commencing January 20, 2009, each share of common stock carries with it one
preferred share purchase right (a "Right") until the distribution date (the date the Rights become exercisable) or
earlier expiration of the Rights as defined in the Rights Plan. The Rights will trade with and be inseparable from
the common stock until the distribution date. The Rights Plan is designed to deter acquisitions of the Company's
common stock that would result in a stockholder owning 4.9% or more of the Company's outstanding shares or
increase an existing 4.9% or greater stockholder's percentage ownership of the Company's stock as of
January 20, 2009 by greater than 0.5% of the Company's outstanding shares by diluting the ownership interest of
a stockholder whose ownership after the adoption of the Rights Plan exceeds those thresholds, unless the
stockholder obtains an exemption from the Company's Board of Directors.

The Rights become exercisable after a public announcement that a stockholder's ownership exceeds the
threshold ("Acquiring Party"). If the Rights become exercisable, each Right allows the stockholder, other than
the Acquiring Party, to purchase for an exercise price of $30, subject to adjustment, one-one hundredth of a share
of Series A Junior Preferred Stock. This portion of a preferred share will give the stockholder approximately the
same dividend and liquidation rights as one share of common stock. Instead of the purchase right, the Company
may elect to exchange each Right for a share of common stock to be issued to each common stockholder other
than the Acquiring Party. The Rights Plan will terminate upon the earliest of (I) the Company's Board of
Directors' determination that the plan is no longer needed for the preservation of NOLs due to the
implementation of legislative changes, or any other reason, (2) January 20, 2012 or (3) certain other events
described in the Rights Plan, including the Board of Directors' determination that termination is in the
Company's best interest. The Company's stockholders approved the Rights Plan at the Company's 2009 Annual
Meeting of Stockholders.
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12. Quarterly Results of Operations (Unaudited)

The following summarizes the Company's unaudited quarterly results of operations for 2009 and 2008:

Three Months Ended

March 31 June 30 September 30 December 31

(amounts in thousands, except per share amounts)

Year Ended December 31, 2009
Total revenue , , . , , . , , , . , .
Operating income , , .. , , , .
Net income , , , , , . , .. , .
Basic and diluted income per common share "."

Year Ended December 31, 2008
Total revenue , , . , , . , , , . , , .
Operating income .. , , , . , , , , .
Net income (loss) . , , , . , , .. , , .
Basic and diluted income (loss) per common share .

$297,63] $30],059 $304,766 $307,934
24,889 27,930 28,720 32,434

2,880 5,9]2 7,698 ] ],096
$ 0.D2 $ 0.04 $ 0.05 $ 0.07

$282,584 $290,170 $291,619 $294,646
17,424 22,494 25,623 24,335
(4,771) (3,208) (186) 899

$ (0.03) $ (0'c)2) $ $ O.OJ

The total net income (loss) per share for the 2009 and 2008 quarters do not equal net income (loss) per share
for the respective years as the per share amounts for each quarter and for each year arc computed based on their
respective discrete periods,

13. Supplemental Guarantor Information

As of December 31, 2009, Holdings ("Issuer") had outstanding $400 million principal amount of the 2014
Notes. The 20]4 Notes arc guaranteed by the Company ("Parent Guarantor") and the Issuer's subsidiaries
("Combined Subsidiary Guarantors"). The guarantees are joint and several. A significant amount of the Issuer's
cash flow is generated by the Combined Subsidiary Guarantors, As a result, funds necessary to meet the Issuer's
debt service obligations arc provided in large part by distributions or advances from the Combined Subsidiary
Guarantors. The 2014 Notes are governed by an indenture that contains certain restrictive covenants. These
restrictions affect, and in many respects significantly limit or prohibit, among other things, the ability of the
Company and its subsidiaries to incur indebtedness, make prepayments of certain indebtedness, pay dividends,
make investments, engage in transactions with stockholders and affiliates, issue capital stock of subsidiaries,
create liens, sell assets, and engage in mergers and consolidations.

The following information sets forth the Company's Condensed Consolidating Balance Sheets as of
December 31, 2009 and 2008, Condensed Consolidating Statements of Operations for the years ended
December 31,2009,2008, and 2007 and Condensed Consolidating Statements of Cash Flows for the years ended
December 31,2009,2008, and 2007.
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tw telecom inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING BALANCE SHEET

December 31, 2009

Combined
Subsidiary
Guarantors Eliminations Consolidated

(amounts in thousands)

IssuerParent Guarantor ----
ASSETS

Current assets:
Cash and cash equivalents .
Investments .
Receivables, net .
Prepaid expenses and other current

assets .
Deferred income taxes .

Total current assets .

Long-term investments .
Property, plant and equipment, net .
Deferred income taxes .
Goodwill .
Intangible and other assets, net .

Total assets .

$ 24,540 $ 421,367 $ $ $ 445,907
24,865 24,865

78,016 78,016

8,128 5,418 13,546
29,574 29,574

24,540 483,934 83,434 591,908

2,990 2,990
39,196 1,255,176 1,294,372
29,176 29,176

412,694 412,694
3,569 7,121 32,370 43,060

$ 28,109 $ 562,417 $1,783,674 $ $2,374,200

LIABILITIES AND STOCKHOLDERS'
EQUITY (DEFICIT)

Current liabilities:
Accounts payable .
Other current liabilities .
Intercompany payable (receivable) .

Total current liabilities .

Losses in subsidiary in excess of
investment .

Long-term debt and capital lease
obligations .

Long-term deferred revenue .
Other long-term liabilities .
Stockholders' equity (deficit) .

Total liabilities and stockholders'
equity (deficit) .

$ $ 5,385 $ 45,703 $ $ 51,088
2,219 66,497 175,345 244,061

(1,876,194) (584,900) 2,461,094

(1,873,975) (513,018) 2,682,142 295,149

861,103 1,100,448 (1,961,551)

308,941 976,296 15,133 1,300,370
15,988 15,988

8,117 22,536 30,653
732,040 (1,009,426) (952,125) 1,961,551 732,040

$ 28,109 $ 562,417 $1,783,674 $ $2,374,200
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING BALANCE SHEET

December 31, 2008

Combined
Subsidiary
Gnarantors Eliminations Consolidated

(amounts in thousands)

IssuerParent Gnarantor ----
ASSETS

Current assets:
Cash and cash equivalents .
Receivables, net .
Prepaid expenses and other current

assets .
Deferred income taxes .

Total current assets .

Long-term investments .
Property, plant and equipment, net .
Deferred income taxes .
Goodwill .
Intangible and other assets, net .

Total assets .

$ 21,033 $ 331,143 $ $ $ 352,176
82,391 82,391

1,517 6,067 2,791 10,375
10,475 10,475

22,550 347,685 85,182 455,417

2,990 2,990
37,142 1,269,768 1,306,910
48,275 48,275

412,694 412,694
4,667 9,057 41,880 55,604

$ 27,217 $ 445,149 $1,809,524 $ $2,281,890

LIABILITIES AND STOCKHOLDERS'
EQUITY (DEFICIT)

Current liabilities:
Accounts payable .
Othcr current liabilities .
Intcrcompany payable (receivable) .

Total current liabilities .

Losses in subsidiary in exccss of
invcstmcnt .

Long-tcrm debt and capital lease
obligations .

Long-term deferrcd revenue .
Other long-term liabilities .
Stockholdcrs' equity (deficit) .

Total liabilities and stockholders'
equity (dcficit) .

$ $ 12,127 $ 34,272 $ $ 46,399
2,219 62,189 162,943 227,351

(1,836,743) (707,807) 2,544,550

(1,834,524) (633,491) 2,741,765 273,750

896,216 1,123,416 (2,019,632)

292,332 982,636 9,210 1,284,178
17,734 17,734

12,549 20,486 33,035
673,193 (1,039,961 ) (979,671) 2,019,632 673,193

$ $ 445,149 $1,809,524 $ $2,281,890
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

Year Ended December 31, 2009

Total revenue .
Costs and expenses:
Operating, selling, general and

administrative .
Depreciation, amortization and

accretion .
Corporate expense allocation .

Total costs and expenses .

Operating income .
Interest expense, net .
Interest expense allocation .

Income before income taxes and equity in
undistributed eamings of
subsidiaries .

Income tax expense .

Net income before equity in undistributed
earnings of subsidiaries .

Equity in undistributed earnings of
subsidiaries .

Net income " .

Combined
Subsidiary

Parent Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)

$ $ $1,211,390 $ $1,211,390

154,747 646,503 801,250

16,641 279,526 296,167
(171,388) 171,388

1,097,417 1,097,417

113,973 113,973
(26,576) (45,080) (11,985) (83,641)
26,576 45,080 (71,656)

30,332 30,332
2,746 2,746

27,586 27,586

27,586 27,586 (55,172)

$ 27,586 $ 27,586 $ 27,586 $(55,172) $ 27,586
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OF OPERATlONS

Year Ended December 31, 2008

Parent Guarantor Issuer

Combined
Subsidiary
Guarantors Eliminations Consolidated

(7,266)

$ (7,266) $
====

(amounts in thousands)

$1,159,019Total revenue .
Costs and expenses:
Operating, selling, general and

administrative .
Depreciation, amortization and

accretion .
Corporate expense allocation .

Total costs and expenses .

Operating income .
Interest expense, net .
Other loss .
Interest expense and other loss

allocation .

Loss before income taxes and equity in
undistributed losses of subsidiaries .

Income tax expense .

Net loss before equity in undistributed
losses of subsidiaries .

Equity in undistributed losses of
subsidiaries .

Net loss .

$

(24,765)

24,765

(7,266)

$

88

$

150,no

14,331
(165,051)

(51,569)
(7,767)

59,336

632,640

271,452
165,051

1,069,143

89,876
(lO,694)

(84,101)

(4,919)
2,347

(7,266)

$

14,532
---
$14,532

$1,159,019

783,360

285,783

1,069,143

89,876
(87,028)

(7,767)

(4,919)
2,347

(7,266)

$
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw tclecom inc.
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

Yellr Ended December 31,2007

Total revenue .
Costs and expenses:
Operating, selling, general and

administrative .
Depreciation, amortization and

accretion .
Corporate expense allocation .

Total costs and expenses .

Operating income .
Interest expense, net .
Other income (loss), net .
Interest expense and other loss

allocation .

Loss before income taxes and equity in
undistributed losses of subsidiaries .

Income tax expense .

Net loss before equity in undistributed
losses of subsidiaries .

Equity in undistributed losses of
subsidiaries .

Net loss .

Combined
Subsidiary

Parent Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)

$ $ $1,083,679 $ $1,083,679

139,411 627,265 766,676

14,417 265,037 279,454
(153,828) 153,828

1,046,130 1,046,130

37,549 37,549
(22,970) (49,260) (16,1I7) (88,347)

(3,022) (3,022)

22,970 52,282 (75,252)
---- ---

(53,820) (53,820)
1,000 1,000

(54,820) (54,820)

(54,820) (54,820) 109,640

$(54,820) $ (54,820) $ (54,820) $109,640 $
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OJ" CASH FLOWS

Year Ended December 31, 2009

Parent Gual'lll1tor Issuer

Combined
Subsidiary
Guarantors IWminations Consolidated

1,834 1,834

(7,215) (7,992)

1,834 (6,158)

3,507 90,224 93,731

21,033 331,143 352,176

$ 24,540 $421,367 $ $ $ 445,907

16,641 279,526 296,167
(12,933) 122,907 (I65,146) 55,172

17,707 1,799 530 20,036
26,518 26,518

(30,687) (28,976) 79,834 20,171

1,673 139,957 248,848 390,478

(31,508) (235,489) (266,997)
(24,892) (24,892)
13,882 (12,582) 1,300

(42,518) (248,071 ) (290,589)

Cash flows from operating activities:
Net income , .
Adjustments to reconcile net income to

net cash provided by operating
acti vities:

Depreciation, amortization, and
accretion .

Intercompany change .
Discount on debt, amortization of

debt issue costs and other .
Stock based compensation .
Changes in operating assets and

liabilities .

Net cash provided by
operating activities .

Cash flows from investing activities:
Capital expenditures .
Purchases of investments .
Other investing activities .

Net cash used in investing
activities .

Cash flows from financing activities:
Net proceeds (tax with holdings) from

issuance of common stock upon
exercise of stock options and
vesting of restricted stock awards
and units .

Payment of debt and capital lease
obligations .

Net cash used in (provided
by) financing activities

Increase in cash and cash
equivalents .

Cash and cash equivalents at
beginning of period .....

Cash and cash equivalents at
end of period .

$ 27,586

90

(amounts in thousands)

$ 27,586 $ 27,586 $(55,172) $ 27,586



tw telecom inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT (W CASH FLOWS

Year Ended December 31, 2008

Parent Guarantor Issuer

Combined
Subsidiary
Guarantors Eliminations Consolidated

5,930 5,930

(6,502) (544) (7,046)

5,930 (6,502) (1,116)

470 30,175 30,645

20,563 300,968 321,531

$ 21,033 $33U43 $ $ $ 352,176
---

14,331 271,452 285,783
(800) 23,544 (8,212) (14,532)

16,358 9,520 1,469 27,347
23,357 23,357

(13,752) 7,901 (17,850) (23,70 I)

(5,460) 48,030 262,950 305,520

(J3,678) (260,841) (274,519)

3,699 3,699
(1,374) (1,565) (2,939)

(1J ,353) (262,406) (273,759)

Cash flows from operating activities:
Net loss .
Adjustments to reconcile net loss to net

cash provided by operating activities:
Depreciation, amortization, and

accretion .
Intercompany change .
Discount on debt, investment

impairment, deferred debt issue
and other .

Stock based compensation .
Changes in operating assets and

liabilities .

Net cash (used in) provided by
operating activities .

Cash flows from investing activities:
Capital expenditures .
Proceeds from maturities of

investments .
Other investing acti vities .

Net cash used in investing
activi ties .

Cash flows from financing activities:
Net proceeds from issuance of common

stock upon exercise of stock options
and in connection with the employee
stock purchase plan .

Payment of debt and capital lease
obligations .

Net cash provided by (used in)
financing activities .

Increase in cash and cash
equivalents .

Cash and cash equivalents at
beginning of period .

Cash and cash equivalents at
end of period .

$ (7,266)
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(amounts in thousands)

$ (7,266) $ (7,266) $ 14,532 $ (7,266)



tw telecom inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT (W CASH FLOWS

Year Ended December 31, 2007

Parent Guarantor Issuer

Combined
Subsidiary
Guarantors Eliminations Consolidated

31,846 3J,846
(850) (850)

(6,378) (276) (6,654)

31,846 (7,228) 24,342

19,882 77,852 2,244 99,978

681 223,lJ6 (2,244) 221,553

$ 20,563 $ 300,968 $ $ $ 321,53J

92

Cash flows from operating activities:
Net loss .
Adjustments to reconcile net loss to net

cash provided by operating activities:
Depreciation, amortization, and

accretion .
Intercompany change .
Discount on debt, investment

impairment, deferred debt issue and
other .

Stock based compensation .
Changes in operating assets and

liabilities .

Net cash (used in) provided by
operating activities .

Cash flows from investing activities:
Capital expenditures .
Acquisitions, net of cash acquired .
Purchases of investments .
Proceeds from maturities of

investments .
Other investing activities .

Net cash provided by (used in)
investing activities .

Cash flows from financing activities:
Net proceeds from issuance of common

stock upon exercise of stock options and
in connection with the employee stock
purchase plan .

Net costs from issuance of debt .
Payment of debt and capital lease

obligations .

Net cash provided by (used in)
financing activities .

Increase in cash and cash
equivalents .

Cash and cash equivalents at
beginning of period .

Cash and cash equivalents at end
of period .

$(54,820)

3,187

15,118

9,451

(27,064)

(8,867)

23,967

15,100

(amounts in thousands)

$ (54,820) $ (54,820) $ 109,640 $ (54,820)

14,417 265,037 279,454
3,356 103,097 (109,640)

4,764 17 19,899
22,000 22,000

85,086 (96,863) (2,326)

52,803 238,468 264,207

(21,579) (236,326) (257,905)
2,580 2,580

(158,106) (166,973)

211,965 235,932
(3) (2,202) (2,205)

32,277 (235,948) (188,571)



tw telecom inc.

SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS
Years Ended December 31, 2009, 2008 and 2007

Balance at
Beginning of

Period

Additions/
Charges to
Costs and

Expenses, net Deductions

(amounts in thousands)

Balance at
End of'
Period

For the Year ended December 31, 2009:
Allowance for doubtful accounts receivable

For the Year ended December 31, 2008:
Allowance for doubtful accounts receivable

For the Year ended December 31, 2007:
Allowance for doubtful accounts receivable

93

$11,271

$12,018

$13,182

6,595

8,486

5,858

(8,417)

(9,233)

(7,022)

$ 9,449

$11

$
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Exhibit
Number Description of Exhibit

2.1 - Agreement and Plan of Merger, by and among Time Warner Telecom Inc., XPD Acquisition, LLC,
Xspedius Communications, LLC, Xspedius Management Co. LLC and Xspedius Holding Corp.,
dated as of July 27, 2006 (filed as Exhibit 2.1 to the Company's Quarterly Report on Form lO-Q for
the quarter ended June 30, 2(06). *

3.1 - Restated Certificate ofIncorporation of the Company (filed as Exhibit 3.1 to the Company's
Quarterly Report on Form lO-Q for the quarter ended June 30, 2(07).*

3.2 - Amended By-laws of Time Warner Telecom Inc. (filed as Exhibit 99.1 to the Company's Current
Report on Form 8-K dated September 17, 2(07). *

3.3 Certificate of Amendment to Restated Certificate of Incorporation (filed as Exhibit 3.2 to the
Company's Quarterly Report on Form JO-Q filed for the quarter ended March 31, 20(8).*

4.1 - Indenture dated as of March 29, 2006 between Time Warner Telecom Inc. and WeJJs Fargo Bank,
National Association, as trustee (filed as Exhibit 4. 1 to the Company's Quarterly Report on
Form 1O-Q for the quarter ended March 31, 2006). *

4.2 - First Supplement Indenture dated as of March 29, 2006, betwcen Time Warner Telecom Inc. and
Wells Fargo Bank, National Association, as trustee, creating 2.375% Convertible Senior Debentures
due 2026. (filed as Exhibit 4.2 to the Company's Quarterly Report on Form 1O-Q for the quarter
ended March 31, 20(6). *

4.3 - Indenture dated February 9, 2005 between Time Warner Telecom Holdings Inc., Time Wamer
Telecom Inc., Subsidiary Guarantors parties thereto and Wells Fargo Bank, National Association, as
Trustee, for 9 Y4% Senior Notes due 2014 (filed as Exhibit 4.7 to the Company's Annual Report on
Form 10-K for the year ended December 31, 2(04). *

4.4 Rights Agreement dated as of January 20, 2009 between tw telecom inc. and Wells Fargo Bank,
N.A. (filed as Exhibit 4.1 to the Company's Current Report on Form 8-K dated January 20, 2(09).*

4.5 - Commitment Reduction Agreement dated as of January 14,2007 among the Company, tw telecom
holdings inc., the Revolving Lenders and Wachovia Bank, National Association (filed as Exhibit 4.5
to the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2(09).*

4.6 - Certificate of Designations of Series A Junior Participating Preferred Stock (filed as Exhibit 4.6 to
the Company's Quarterly Report on Form lO-Q for the quarter ended March 31, 2(09).*

lO.1 - Lease between Carr America Real Estate Services LLC and Time Warner Telecom Holdings Inc.
(filed as Exhibit 10.1 to the Company's Annual Report on Form lO-K for the year ended
December 31, 2(04). *

** 10.2 - Time Warner Telecom Inc. 1998 Stock Option Plan as amended December 8, 1999 (filed as
Exhibit 10.4 to the Company's Registration Statement on Form S-1IA (Registration
No. 333-49439)).*

** 10.3 Employment Agreement dated as of November 4,2009 between the Company and Larissa L. Herda
(filed as Exhibit 10.3 to the Company's Quarterly Report on Form 1O..Q for the quarter ended
September 30, 2009).*

** I 0.4 - Employment Agreement between the Company and Paul B. Jones (filed as Exhibit 10.3 to the
Company's Quarterly Report on Form lO-Q for the quarter ended September 30, 2(07).*

** 10.5 - Employment Agreement between the Company and Jill R. Stuart (filed as Exhibit 10.5 to the
Company's Quarterly Report on Form lO-Q for the quarter ended September 30, 2(07).*

** I 0.6 Employment Agreement between the Company and John T. Blount (filed as Exhibit 10. I to the
Company's Quarterly Report on Form lO-Q for the quarter ended September 30, 2(08).*

94



Exhibit
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** 10.7 Employment Agreement between the Company and Mark Peters (filed as Exhibit 10. I to the
Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 2007).*

**10.8 - Change of Control Employment Agreement between the Company and Paul B. Jones (filed as
Exhibit 10.4 to the Company's Quarterly Report on Form lO-Q for the quarter ended September 30,
2007).*

** I 0.9 Change of Control Employment Agreement between the Company and Jill R. Stuart (filed as
Exhibit 10.6 to the Company's Quarterly Report on Form lO-Q for the quarter ended September 30,
2007).*

** HUO - Change of Control Employment Agreement between the Company and Mark Peters (filed as
Exhibit 10.2 to the Company's Quarterly Report on Form 10-Q for the quarter ended September 30,
2007).*

**10.11 Change of Control Employment Agreement between the Company and John T. Blount (filed as
Exhibit 10.2 to the Company's Quarterly Report on Form lO-Q for the quarter ended September 30,
2008).*

** 10.12 - Change of Control Employment Agreement dated as of November 4, 2009 between the Company
and Larissa L. Herda (filed as Exhibit 10.4 to the Company's Quarterly Report on Form 10-Q for
the quarter ended September 30, 2009). *

10.13 - Capacity License Agreement (filed as Exhibit 10.3 to the Company's Quarterly Report on
Form 10-Q for the quarter ended June 30, 1998).*

10.14 - Full Service Lease Agreement for Office dated July 31, 2007 between Summit Place I, LLC and
Time Warner Telecom Holdings Inc. (filed as Exhibit 10.14 to the Company's Annual Report on
Form 10-K for the year ended December 3 I, 20(7). *

10.15 - Lease Agreement dated July 22, 1999 between Parkridge One LLC and Time Warner Telecom
Holdings Inc. (filed as Exhibit 10.17 to the Company's Annual Report on Form 10-K for the year
ended December 31, 20(4).*

JO.16 - Fifth Amendment to Lease Agreement between CLPF-Parkridge One, L.P. and Time Warner
Telecom Holdings Inc. (filed as Exhibit 10.18 to the Company's Annual Report on Form 10-K for
the year ended December 31, 20(4). *

10.17 Sixth Amendment to Lease Agreement between CLPF - Parkridge One, L.P. and Time Warner
Telecom Holdings Inc. (filed as Exhibit 10.18.1 to the Company's Annual Report on Form lO-K
for the year ended December 31, 2(05).*

** 10.18 - Amended and Restated 2000 Employee Stock Plan (filed as Annex A to the Company's Schedule
14A Definitive Proxy Statement filed April 27, 2(09).*

10.19 - Credit Agreement dated as October 6,2006 among Time Warner Telecom Inc., Time Warner
Telecom Holdings Inc., Wachovia Bank, National Association, Lehman Commercial Paper Inc.,
and Bank of America, N.A. (filed as Exhibit 99.1 to Company's Current Report on Form 8-K dated
October 11,2(06).*

**10.20 - Summary of compensation arrangements for independent directors of tw telecom inc. (filed as
Exhibit 10.19 to the Company's Annual Report on Form 10-K for the year ended December 31,
20(8).*

i'J0.21 - Agreement, as amended between Time Warner Telecom Inc. and AT&T Corp. (filed as Exhibit
10.1 to the Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2005).*

nO.22 - Services Agreement by and among SBC Communications Inc., AT&T Corp., and Time Warner
Telecom Holdings Inc. (filed as Exhibit 10.2 to the Company's Quarterly Report on Form 10-Q for
the quarter endeel June 30, 2(05).*
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10.23 - Form of Amended and Restated Indemnification Agreement (filed as Exhibit 10.1 to the
Company's Quarterly Report on Form 1O-Q for the quarter ended September 30,2009).*

10.24 - Form ofIndemnifieation Agreement (filed as Exhibit 10.2 to the Company's Quarterly Report on
Form 10-Q for the quarter ended September 30, 2009).*

**10.25 - Amendment No. ] to Amended and Restated Change in Control Employment Agreement dated as
of November 4, 2009 between the Company and John Blount (filed as Exhibit 10.5 to the
Company's Quarterly Report on Form 1O-Q for the quarter ended September 30,20(9).*

**10.26 - Amendment No. ] to Amended and Restated Change in Control Employment Agreement dated as
of November 4, 2009 between the Company and Mark Peters (filed as Exhibit I 0.6 to the
Company's Quarterly Report on Form 1O-Q for the quarter ended September 30, 20(9).*

** I 0.27 - Amendment No. I to Amended and Restated Change in Control Employment Agreement dated as
of November 4,2009 between the Company and Paul Jones (filed as Exhibit 10.7 to the Company's
Quarterly Report on Form 1O-Q for the quarter ended September 30,2009).*

21 Subsidiaries of the registrant.

23.1 Consent of Independent Registered Public Accounting Firm.

31.1 Certification of Chief Executive Officer pursuant to Item 60] (b)(3 I) of Regulation S-K, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Item 601 (b)(31) of Regulation S-K, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

*
**
t

Incorporated by reference.
Management contract or compensation plan or ammgement.
Portions of this exhibit have been redacted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential treatment.
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Billing and Collection of Charges

The Customer is responsible for payment of all charges incurred by the Customer or other users
for services and facilities furnished to the Customer by the Company.

A. The Company shall present invoices for non-recurring and recurring charges monthly to
the Customer, in advance of the month in which service is provided. When billing is
based upon Customer usage, usage charges will be billed monthly for the preceding
billing period.

B. The Company reserves the right to deny a request for additional services or restoration of
services unless and until the Customer's account is in current status.

C. When service does not begin on the first day of the month, or end on the last day of the
month, the charge for the fraction of the month in which service was furnished will be
calculated on a pro rata basis. For this purpose, every month is considered to have thirty
(30) days.

D. Billing of the Customer by the Company will begin on the Service Date. The Service
Date will not be delayed or postponed due to problems with Customer's equipment or
Customer's lack of readiness to accept or use the service. Billing accrues through and
includes the day that the service, circuit, arrangement or component is discontinued.

E. All invoiced charges shall be due and payable on the due date printed on the invoice
("Due Date"), which is one day prior to the date of the next monthly invoice. If any
portion of the payment is received by the Company after the date due, or if any portion of
the payment is received by the Company in funds which are not immediately available
upon presentment, then a late payment penalty shall be due to the Company. A late
payment charge of the lesser of 1.5% per month or the or the maximum rate permitted by
law, for bills not paid by the Due Date, is not applicable to subsequent rebilling of any
amount to which a late payment charge has already been applied. Late payment charges
are to be applied without discrimination.

F. Objections to billed charges must be reported to the Company within 120 calendar days
of the date of the invoice associated with the disputed charges, or the invoice shall be
deemed correct and all rights to dispute such charges are waived. Claims must include all
supporting documentation and may be submitted online at
http://customers.twtelecom.com/dispLltes/ or by telephone at 1-800-829-0420. The
Company shall make adjustments to the Customer's invoice to the extent that
circumstances exist which reasonably indicate that such changes are appropriate.
Withheld disputed amounts determined in favor of the Company must be paid by
Customer within five (5) business days following written, electronic or telephonic notice
of the resolution and will bear interest at the lesser of 1.5% per month or the maximum
rate allowed by law from the Due Date until the date paid.

If the Customer and the Company are unable to resolve the dispute to their mutual
satisfaction, the Customer may file a complaint with the Commission in accordance with
the Commission's rules of procedure.

G. If service is disconnected by the Company and later re-installed, re-installation of service
wiii be subject to aU appiicable installation charges. If service is suspended by the
Company and later restored, restoration of service will be subject to the rates in this tariff.




